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AUDITING STANDARDS BOARD (ASB) MEETING
September 23-24, 2003
New York, New York
Approved Highlights
MEETING ATTENDANCE
ASB Members
James Gerson, Chair
Jeffery Bryan
Craig Crawford
John Fogarty
Lynford Graham
Auston Johnson
Kenneth Macias
Susan Menelaides
William Messier
Alan Paulus
Stephen Schenbeck
Mark Scoles
Michael Umscheid
Bruce Webb
Carl Williams III
AICPA Staff
Chuck Landes, Director, Audit and Attest Standards
Julie Anne Dilley, Technical Manager, Audit and Attest Standards
Gretchen Fischbach, Technical Manager, Audit and Attest Standards
Jane Mancino, Technical Manager, Audit and Attest Standards
Judith Sherinksy, Technical Manager, Audit and Attest Standards
Observers and Other Participants
John P. Brolly, PricewaterhouseCoopers, LLP
Robert Dohrer, McGladrey & Pullen, LLP
Brian Fox, Capital Confirmation Inc.
George Fritz, Transition Oversight Staff
Cheryl Hartfield, Practitioner’s Publishing Company
James Lee, PricewaterhouseCoopers, LLP
Maria Manasses, Grant Thornton, LLP
David Noonan, Ernst & Young, LLP
Tania Sergott, Deloitte & Touche, LLP

CHAIR AND STAFF REPORTS
J. Gerson and C. Landes provided updates on the recent Audit Issues Task Force meeting and
other matters.
AGENDA ITEMS PRESENTED AT MEETING

Specialists
M. Umscheid presented this matter to the ASB. The task force was formed to consider whether
changes are needed to SAS No. 73, Using the Work of a Specialist. Various other ASB task
forces have raised concerns regarding the consistency and sufficiency of auditing guidance on
the auditor’s use of the work of specialists. Some of the concerns stem from the various roles of
a specialist (member of the engagement team, consultant to the auditor, independent [not a
related party] consultant to the client, or employee of the client) and the nature and extent of
audit work necessary when the auditor intends to rely on the work of a specialist. Other concerns
relate to the use of specialists in areas that may be very complex, such as information
technology, fair value measurements, and valuations in highly specialized industries.
At the April 8, 2003 meeting, the ASB discussed the issues the Specialists Task Force had
identified relating to SAS No. 73. At that time, the ASB directed the task force to proceed with
development of guidance to address those issues.
At the September 2003 meeting, M. Umscheid led the ASB’s discussion of the guidance the task
force has developed to address the issues it has identified. The ASB agreed with the task force’s
recommendation to:









Develop separate guidance on the auditor’s use of a specialist to assist in the audit and the
auditor’s use of the work of management’s specialist.
Define the auditor’s specialist differently from management’s specialist. The ASB discussed
the proposed definitions and directed the task force to exclude employee specialists from
both definitions (auditor’s specialist and management’s specialist).
Specifically require the auditor to evaluate the reasonableness of assumptions and
appropriateness of the methods management’s specialist used.
Require the auditor to establish an understanding with the specialist.
Add specific documentation requirements to each proposed standard.
Update the guidance on evaluating the specialist’s competence.
Expand the guidance in paragraphs 10 and 11 of SAS No. 73 regarding the auditor’s
evaluation of the relationship of the specialist to the entity under audit.
Update and tailor to each proposed standard the examples in paragraphs 2 and 7 of SAS No.
73.

The ASB preliminarily disagreed with the task force’s recommendation to provide criteria that
would help the auditor determine when a non-employee specialist is part of the engagement
team.
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Internal Control
James S. Gerson, ASB Chair, led a discussion on behalf of Garrett L. Stauffer, Chair, Internal
Control Reporting Task Force (task force), about the major issues raised in comment letters, and
the task force’s proposed revisions to address these issues, of the proposed Statement on
Auditing Standards (SAS), Communication of Internal Control Related Matters Noted in an
Audit.
The ASB discussed the proposed changes to the drafts and made the following
recommendations:


Add a report illustration that may be used when the auditor has been requested to advise the
audit committee that no material weaknesses have been identified.



Change the order of the last two sentences in paragraph 10 and add a requirement to report
uncorrected material weaknesses in each audit engagement. Also, move this paragraph to
follow paragraph 18.



In paragraph 21, include the existence of previously reported, uncorrected significant
deficiencies that are not being re-reported to the audit committee among the potential
additional statements in the auditor’s report, and add illustrative language to paragraph 22.



Delete paragraph 13 because the guidance is not helpful.



Use the term “client” rather than “entity” only where the discussion relates to arrangements
between the auditor and the client.



Delete the second paragraph, which states that the SAS does not apply to audits of public
companies, if it is determined that future editions of the Codification and the AICPA
Professional Standards include a statement that these standards apply to audits of nonpublic
entities.



Delete footnote 1 because it is not relevant for audits of nonpublic entities.

J. Gerson stated that the task force intended to address the comments above and to send a ballot
draft to the ASB with a request that the ASB members vote the document for final issuance
subject to conformance of the definitions of internal control deficiency, significant deficiency,
and material weakness, and of the guidance about identifying such deficiencies, to the definitions
and related guidance adopted by the Public Company Accounting Oversight Board (PCAOB) in
its standard on internal control reporting.

3

The ASB took the following vote:
Should the proposed Statement on Auditing Standards,
Assent
Communication of Internal Control Related Matters
Noted in an Audit, be issued as a final Statement subject
to conformance of the definitions of internal control
deficiency, significant deficiency, and material weakness,
and of the guidance about identifying such deficiencies, to
the definitions and related guidance adopted by the
PCAOB?
15

Dissent

0

Abstain

0

Joint Risk Assessments
John Fogarty gave an update on the status of the Joint Risk Assessments project. At its meeting
in New York the week of July 21, the International Auditing and Assurance Standards Board
(IAASB) discussed the comments that had been received on the exposure draft of International
Standards on Auditing (ISAs) as well as the nature of proposed responses to those comments.
The chairs and staff of the task force met in August to draft changes to the proposed ISAs. These
changes were discussed and additional changes proposed at a meeting of the full task force on
September 2-3 in New York. The task force expects that the revised documents will be voted for
final issuance at the IAASB’s meeting in Tokyo in October.
Confirmations
Steven Schenbeck, chair of the Confirmations Task Force (task force), led the board’s discussion
of the revised paper of recommendations for revisions to SAS No. 67, The Confirmation
Process. The board directed the task force:


To develop specific recommended language for the auditor’s consideration of technology
on the confirmation process.



To delete the reference to the International Standard on Auditing (ISA), External
Confirmations.



To provide additional guidance on when and how the guidance in SAS No. 99 might
affect the use of confirmations.



To eliminate proposed recommendations for SAS No. 39, Audit Sampling, since the
objective of this project is restricted to recommendations for revisions to SAS No. 67.



Finalize the proposed recommendations for the PCAOB by the end of October.
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